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NIGERIA: KEY ECONOMIC INDICATORS 


AREA 923,800 sq. km. 

POPULATION (millions) 94.0 

POPULATION DENSITY 102.0 
(per sq. km.) 

POPULATION GROWTH RATE 3.2 


% Change 
National Income 1983%** 1984(e)** 1983/1984 


GDP (current millions) 48 ,910 44,997 
GDP Per Capita (naira) 520 479 
Exchange Rate ($/naira) 1.34 1.30 


Production Index (1972=100) 


All Manufacturing 
Cotton Textile 
Vehicle Assembly 
Cement 
Utilities 
Petroleum (millions of 
bbls/day) er 


Agriculture Production (in 1,000 tons) 


Yams 18 ,470 
Cassava 11,700 
Millet 3,095 
Corn 1,985 
Rice (paddy) L 5375 
Palm Oil 525 
Cocoa Beans (commercial) 155 
Cotton (lint) 20 
Peanuts (unshelled) 580 
Rubber 70 


wre 
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Monetary (December 31, N millions) 


Money Supply 10 ,048 Li s282 
Credit to Domestic Economy 21,900 28 ,178 
To Private Sector bE 5372 123354 
To Government Sector 10,528 15 ,824 
Retail Price Index (1975=100) 301 376 
Reserves (dollar millions) 1,000 1,000 


Trade (dollar millions) 


Exports 13 ,000 10 ,200 10,200 -- 
To U.S. 7,045 a 57350 3,885 4.0 
Imports 16,500 13,028 11,725 (10.0) 
From U.S. L275 861.9 689.5 (20.0) 
Trade Balance (3,500) (2,828) (1,125) (60.0) 
nach v.S. 5,700 2307.1 3,195.5 (11.0) 


* Sources: World Bank, IMF, Embassy estimates, Central Bank of Nigeria, 
and other Nigerian Government Sources 


** U.S. Embassy Estimates and Projections, IMF data. 
( ) Parentheses indicate negative value 


N indicated naira 


Note: Throughout this report, we use the average 1984 exchange rate of N 


1 = $1.30, except where the current rate of exchange would be more 
relevant. 





GENERAL ECONOMIC PERFORMANCE 


On December 31, 1983, the Nigerian military replaced the civilian 
government in a bloodless coup. The military states that rising 
prices, high unemployment, and shortages of food, essential goods, 
and raw materials contributed to its decision to take power. Many 
of these problems were the results of the difficult process of 


economic adjustment necessitated by falling oil income and mounting 
debt. 


Since 1980 Nigeria has had to adjust its economic activity to re- 
duced oil exports. (Oil revenues constitute 96% of Nigeria's foreign 
exchange earnings.) Oil production fell from 2.1 million barrels a 
day (mb/d) in 1980 to 1.23 mb/d in 1983. Estimated average produc- 
tion for 1984 is projected around 1.3 mb/d. The price Nigeria re- 
ceived for its oil also dropped, from $40 a barrel in 1980 to its 
current price of $28 a barrel. Total revenues from oil plummeted 
from $26 billion in 1980 to $10 billion in 1983 and will probably 

be near $10.5 billion in 1984. 


Nigeria was slow to react to the fall in oil income and imported 


more goods in 1981, 1982, and 1983 than it did in 1980. Nigeria's 
import bill was estimated to be $1 pillion a month in 1980; in 1981 

it was approximately $1.44 billion, in 1982, $1.40 billion and in 
1983, $1.08 billion. Nigeria financed these high levels of imports 

by drawing down its foreign exchange reserves and by failing to meet 
its short-term trade obligations. Nigeria's foreign exchange re- 
serves fell from $10 billion in 1980 to $1.4 billion at the end of 
1982 to approximately $l billion at year-end 1983. In 1984, Nigeria's 
reserves dipped below the $1 billion mark. 


Faced with falling foreign exchange earnings and high levels of 
imports, Nigeria fell into arrears on payments of letters of credit 
and on its open trade account. An exact figure for these arrearages 
is not available, but it may have reached over $10 billion. Letters 
of credit arrears totaling approximately $1.9 billion were resched- 
uled in July and September of 1984. It is estimated that its trade 
debt is in excess of $6 billion. 


The accumulation of arrears made it difficult for Nigeria to at- 
tract the trade financing it needed to import both consumer and 
industrial goods. This difficulty, along with government-imposed 
import restrictions, caused shortages of many products throughout 
1983. By year end, many manufacturers, faced with shortages of 
imports and spare parts, were operating at only 30% to 50% of capa- 
city. Prices for consumer goods soared: an embassy survey showed 
that prices for consumer goods rose about 54% in the fourth quarter 
of 1983 alone, with some essential goods such as cooking oil and 
soap rising 300% to 400%. Many of these problems have continued 
into 1984. 





Immediately after taking power, the Federal Military Government 
(FMG) attempted to control prices of essential commodities by 
forcing businessmen to open their warehouses and sell stored goods. 
Although prices initially fell in January, they have steadily 
risen, and by the end of the third quarter of 1984, prices of some 
items were 90% higher than at the end of January. Some staples 
such as tea, sugar and rice have almost disappeared from the mar- 


ketplace because of lack of imports and low levels of domestic 
production. 


In the hopes of importing staple items at lower prices, the govern- 
ment of Nigeria has signed a series of government-to-government 
purchase agreements to buy milk and rice. In April, Nigeria nego- 
tiated to buy 400,000 tons of rice from Thailand at a cost of $107 
million and another 180,000 tons of rice from Pakistan for $32 
million. The Nigerian government also negotiated a $57.6 million 
purchase of milk from Canada. Initial shipments of these goods 
began arriving in July and August, but have not "flooded" the 
market as some had hoped. Rice shipments appear to have stopped 
because of lack of adequate financing. 


The military government has acted to control Nigeria's imports. 
In January, 1984, it restricted the amount of foreign exchange 


available to the private sector for imports to $400 million a 
month. It ruled that the bulk of this money (58%) would be used 
to buy industrial raw materials, spare parts and machinery. (See 
section on exchange control.) In April, the government changed 
import procedures so that all imported goods had to come into the 
country under specific licenses. Previously, some goods such as 
medicines could be imported under open general licenses. 


In April, the first of the 1984 import licenses were issued, al- 
though in the first quarter of the year, some interim licenses 
were issued and other 1983 licenses were revalidated. Most com- 
panies found that after waiting four to five months for an import 
license, the Ministry of Commerce and Industries granted only 10% 
to 15% of the company's requested imports. Some companies have 
found it impossible to operate with such low levels of imported 
raw materials and spare parts and have stopped production. Other 
companies, through retrenchment and reductions in overhead costs, 
have managed to lower their break-even points and continue to 
Operate somewhat profitably at lower production levels. 


After taking power, the military government continued negotiations 
already underway with the IMF. By early summer, however, it was 
obvious that the talks were at a standstill, mainly over the issues 
of devaluation, petroleum subsidies and trade liberalization. 
Nigerian leaders have consistently stated that the country cannot 
devalue its currency by the amount required by the IMF, cannot 





bring an end to petroleum subsidies, nor liberalize trade restric- 
tions without dire economic and political consequences. The IMF 
requires that these conditions be met before the Fund will agree 
to a loan for Nigeria. Although Nigerian leaders have been pub- 
licly quoted as saying that negotiations with the IMF are contin- 


uing, it does not appear likely that any agreement will be reached 
before the end of 1984. 


In late April, the government offered to convert its outstanding 
uninsured trade debt into dollar denominated notes. The terms of 
the offer call for a two and one-half year grace period, a three 
and one-half year pay-back period, and interest at one percent over 
the London Interbank Offered Rate (LIBOR), payable quarterly begin- 
ning October, 1984. Indications are that the response to the offer 
has been far greater than expected. Delays in reconciliation of 
the debt, because of the large number of claims, has caused the 
first interest payment not to be made on schedule; it will probably 
not be made until the beginning of 1985. 


The lack of an IMF agreement has so far prevented the government of 
Nigeria from rescheduling its insured trade debt. The insured debt 
creditors, principally the governments of the European Community 

countries and the United States, will not negotiate with Nigeria on 


the insured debt until an IMF agreement is in place. The policy of 
not negotiating on insured debt until an IMF agreement is in place 


is one which the U.S. and EEC governments follow with all debtor 
nations. 


In a two-week period at the end of April, the government of Nigeria 
called in all the naira then in circulation and replaced them with 
new naira notes of different colors. The move was made to flush 

out large holdings of "ill-gotten" naira and to strengthen the 

naira in value. There was an initial 40 percent drop in the amount 
of currency in circulation as a result of the changeover. The amount 
of naira now in circulation is probably close to April levels. The 
move did little to strengthen the underlying value of the naira. As 
part of the currency conversion exercise -- in an attempt to control 
illegal trafficking in naira -- the government closed the land bor- 
ders with neighboring countries. At the time of the writing of this 
report, the land borders were still closed. 


In February, the Federal Military Government established a committee 
under the Chairmanship of the former Special Advisor on the Budget to 
President Shagari, Gamaliel Onosode, to review all government-financed 
projects costing over 30 million naira ($39 million). In June, the 
Committee finished its review and sent its report to the Minister of 
Finance. By the end of November, the report, which many hoped would 
form the bases of the government's industrial policy, had still not 
been made public. Whether the government will consider the recom- 
mendations in the Onosode Report in setting future policy is not known. 





At the July Ministerial meeting of the Organization of Petroleum 
Exporting Countries (OPEC), Nigeria received a temporary increase 
in its OPEC quota from 1.3 mb/d to 1.4 mb/d for the month of 
August and 1.45 mb/d for the month of September. Weak demand for 
crude oil at official prices may have prevented Nigeria from pro- 
ducing at the 1.4 mb/d in August; as the oil market somewhat 
firmed at the end of the quarter, Nigeria was able to produce 
near its September OPEC quota of 1.45 mb/d. 


In October, however, Norway and Britain announced price cuts of 
$1.35 and $1.50 respectively per barrel for the North Sea crudes. 
(Nigeria's principal crude, Bonny Light, is a direct competitor of 
the North Sea oil.) Nigeria reacted immediately to these cuts by 
reducing the price of Nigerian oil by $2 per barrel. At a special 
OPEC Ministerial meeting at the end of October, OPEC agreed to re- 
duce its total production by 1.5 mb/d. Nigeria agreed to a pro- 


duction quota of 1.45mb/d, and was allowed to keep the price of its 
crude at $28 per barrel. 


THE 1984 BUDGET 


The new military government's first step to realign Nigeria's econ- 
omy was to review President Shagari's proposed 1984 budget. A re- 
vised budget was presented by General Buhari on May 7, 1984. The 
budget, which totaled 10.34 billion naira ($13 billion), allocated 
6.07 billion naira ($7.89 billion) to recurrent expenditures, and 
4.27 billion naira ($5.55 billion) to capital expenditures. Although 


the recurrent budget was 15% higher than in 1983, the capital budget 
was cut 45% from 1983's level. The Federal government's projected 
deficit for 1984 is 3.26 billion naira ($4.23 billion), compared to 
budget deficits of 2.6 billion naira in 1981, 4.66 billion naira in 
1982, and 4.2 billion naira in 1983. 


Agriculture and water resources, including rural development, crops, 
livestock and fisheries, received 751.4 million naira ($976.8 
million) -- about 17% of the total capital budget. Power develop- 
ment, primarily the Nigerian Electric Power Association, received 
334.9 million naira ($435.4 million), up 200% from its 1983 alloca- 
tion. The government set aside 1,164.8 million naira ($1.514 
million) -- 27% of the total capital budget -- for loans to para- 
statals. Capital spending on social services has been cut by almost 
70% from 1983 spending to 450.3 million naira ($585.4 million). The 
capital budget is to be financed 45% from external sources and 55% 
from internal sources. The source of the external financing will be 
undrawn lines of credit; no new loans will be taken. 


Although nominal allocations to recurrent expenditures are up by 15%, 
in real terms the 1984 budget probably cuts recurrent expenditures 

by 40%. The bulk of the nominal increase is in consolidated revenue, 
which is the source of funds for debt servicing and pensions. Except 
in a few departments, personnel and overhead costs (i.e., wages and 
Salaries) have been cut by 15% across the board. Nevertheless, 


personnel and overhead costs still comprise over half the budgeted 
recurrent expenditures. 





The other major item in recurrent expenditures is the consolidated 
revenue fund. Although 90% of the 2.9 billion naira ($3.48 billion) 
allocated to this fund is for debt servicing, it is unlikely that 
this will be sufficient to cover all external debt payments. 


In his budget speech, General Buhari also announced a change in 
Nigeria's tariff policy. The range of import duties for most goods 
was changed from 0%-500% to 0%-250%. The number of items granted 
duty-free entry was reduced from 38 to 20; and the general conces- 
sionary rates, granting zero duty to some manufacturers, have been 
abolished. To encourage the purchase of local agricultural pro- 
ducts, the government raised tariffs on some agricultural imports. 


Import duties on medical equipment and on some agricultural equip- 
ment have been eliminated. 


The 1985 budget 1s now expected to be released in December of this 
year. 


The states' governments have cut spending in 1984 by an average of 
50% from 1983 levels. One exception was Lagos State, which kept 
spending at the 1983 level. In most states, 60% to 90% of the pro- 
jected spending was allocated to recurrent expenditures. Again, 
the exception was Lagos State, which budgeted 659.1 million naira 
($856.8 million), or 58% of its total budget, for capital spending. 


The priorities for the states are health and education -- areas for 
which the state governments have traditionally been responsible. 
Revenues for most states fall short of estimated expenditures. 
Lagos State, which has good sources of internally generated revenue 
(e.g. property taxes, sales taxes), is projecting a small surplus. 
The average of all 19 states' budgets is 377.7 million naira ($491 
million); the range is from Niger State's 158 million naira ($205 
million) budget to Lagos State's 1,134.2 million naira ($2,474 
million) budget, with most states near the average. 


OIL PRODUCTION 


Since 1980, Nigeria's oil production has dropped significantly. Oil 
production figures are as follows: 


1980 2.1 mb/d 
1981 1.44 mb/d 
1982 1.29 mb/d 
1983 1.23 mb/d 
1984 1.30 mb/d (first half) 


Nigeria's OPEC quota for the first seven months of 1984 was 1.3 
mb/d. Special OPEC quotas were granted to Nigeria at the OPEC 
Ministerial meeting in July, allowing Nigeria to produce 1.4 mb/d 
in August and 1.45 mb/d in September. OPEC stated at the July 
meeting that this extra production was in recognition of the dif- 
ficult economic situation faced by Nigeria this year. 


Nigeria's oil revenues (which provide about 96% of total foreign 
exchange earnings) have fallen dramatically in the past four years, 
due to decreases in both oil prices and demand for OPEC oil. 





Revenue from oil exports dropped from $26 billion in 1980 to $10 
billion in 1983. The Federal Military Government estimates that 
oil earnings will be $10.5 billion in 1984. Embassy estimates 
that oil production during the first half of 1984 averaged near 
the OPEC 1.3 mb/d quota. If production continues in that range, 
then Nigeria may well meet her estimated income. However, the $2 
per barrel price cut announced in October could substantially re- 
duce Nigeria's expected fourth quarter earnings. 


Exploration drilling began in late July in the Lake Chad Basin of 
northern Nigeria. NNPC has undertaken this exploration without a 
joint partner. This is the first serious drilling and exploration 
outside the southern Delta region. NNPC believes that the Lake 
Chad Basin is an oil-rich region and is seeking new reservoirs to 
compensate for oil being drawn out of her diminishing reservoirs 
in the Delta. 


DEBT 


In his May, 1984, budget speech, General Buhari stated that ser- 
vicing of Nigeria's external debt would require 28.4% of Nigeria's 
projected foreign exchange earnings in 1984. Private estimates 
indicate that Nigeria will have to spend even more, perhaps as 
much as 40% of its foreign exchange earnings for debt servicing. 
In an effort to deal with its debt situation, Nigeria has taken 
steps to reschedule some of its short-term debt. 


In July and September, 1983, the government signed an agreement 
with 60 banks doing business in Nigeria to reschedule its arrears 
on payments for letters of credit. The total of the letters of 
credit refinanced by these agreements was $1.9 billion and consti- 
tuted most of the then past-due letters of credit. The terms of 
rescheduling called for Nigeria to pay off the principal in 30 
equal monthly installments, beginning in January, 1984. It has so 
far met these obligations. Nigeria has also agreed to honor all 
new letters of credit within 21 days. Despite this provision, 
arrears have accumulated on new letters of credit. 


In April, 1984, Nigeria offered to convert its uninsured trade debt 
to dollar-denominated promissory notes. The terms of the offer 

call for a two-and-one-half year grace period and a three-and-one- 
half year payback period. Interest is set at 1% over LIBOR, payable 
quarterly beginning October 5, 1984. Delays in reconciling the debt 
have prevented Nigeria from making the first interest payment in 
October. The first interest payment, which may be made in January, 
1985, could be as high as $750 million. 


Nigeria is hoping to reschedule its insured trade debt along the 
same lines as the uninsured debt. However, it is the policy of the 
major creditor countries -- the United States and European Community 
(EC) nations -- not to reschedule insured debt until the debtor 
nation has an IMF agreement in place. 





EXCHANGE CONTROL 


In an attempt to control the outflow of foreign exchange, the FMG 
enacted a series of measures to reduce both imports and the demand 
for foreign exchange. The most important control established by 
the new government places a ceiling on the total amount of foreign 
exchange each bank has to apportion among its various customers. 
The total allocation to the commercial and merchant banks is 

$4.8 billion a year. The aggregate figure is the total amount of 
foreign exchange available to meet the needs of the private sector. 
Some observers estimate that this amount is only about 30% of the 


foreign exchange needed to keep the economy operating at 1983 
levels. 


The Central Bank has further regulated the use of these hard cur- 
rency allocations by mandating a percentage of the monthly alloca- 
tions to specific functions. The breakdown by end-use is as 
follows: 


Industrial raw materials, spare parts 

and machinery 58% 
Food 18% 
General Merchandise 12% 
Invisibles 12% 


The basic import document used by the FMG is the Form M, which 
gives importers the right to apply for foreign exchange remittances 
from the Central Bank. The authority to approve Form M used to be 
a function of the Central Bank, but was transferred to local com- 
mercial and merchant banks in January, 1984. 


The military government has also restricted the availability of 
foreign exchange to private individuals. Students are no longer 
allowed to remit money through the Central Bank to pay for their 
studies. An exception to this rule exists for students already 
abroad, who will be allowed to finish their degrees, and for 
graduate and professional students whose courses of study are 
not available in Nigeria. Remittance of foreign exchange for 
medical treatment is also restricted. The government has elim- 
inated the hard currency travel allowance for business travel 
and has cut the basic travel allowance to 100 naira ($130). 


The military government has imposed stiff penalties for viola- 
tions of the country's currency control laws. All foreign cur- 
rency must be converted to naira at the official rate by an auth- 
orized dealer. Payments in foreign currency must first be ap- 
proved by the Central Bank of Nigeria, and all such payments must 
be made through the Central Bank. It is illegal for anyone to 
bring more than 20 naira into the country, and it is illegal for 
Nigerian officials to have foreign bank accounts. 





MONETARY POLICY 


The Central Bank of Nigeria uses both direct controls and specific 
guidelines to regulate monetary policy. It has mandated that for 
banks whose loans and advances were more than 100 million naira 
($130 million) as of December 31, 1983, the maximum yearly in- 
crease in loans and advances will not exceed 12.5% of the end-year 
figure. For smaller banks, whose loans and advances as of December 
31, 1983, were 100 million naira or less, the maximum yearly in- 
crease will be 20% (or 50% of their total deposit liabilities, 
whichever is higher). In addition, 40% of the loans and advances 
must have a maturity of not less than three years; no more than 20% 
of the loans may have a maturity of 12 months or less. There are 
also requirements for a minimum cash reserve of 2% to 5% of total 
deposit liabilities depending on the size of the bank, and for a 
minimum liquidity of 25% of total deposit liabilities. 


The government sets guidelines for percentages of credit that 
should be given to each sector. In 1983, the preferred sectors 
were to receive 75% of commercial bank loans and advances and 79% 
of merchant bank loans and advances. These sectors included agri- 
culture, residential construction, manufacturing, and services. 
During the first half of 1983, most sectors did not receive these 
minimum designated amounts. An exception was the construction 
sector, which received 7.4% more than its minimum designation. 


The FMG also sets interest rates. It has recently raised both 
lending and deposit rates to encourage the inflow of capital. The 
maximum lending rate is now 13% for the less-preferred sectors of 
the economy; the minimum lending rate varies from 8%% to 10%. The 
interest rates for deposits range between 8%% and 10%. Agricultural 
projects, the government's highest priority for development, are 


given special treatment: lending rates for such projects are 6% 
to 7%. 


The money supply has steadily grown in the past few years; it grew 
12.2% in 1983. Under the advance deposit requirement, importers 
had to deposit 50% to 250% of the value of the imported goods with 
the Central Bank, which helped to sterilize a significant portion 
of the money supply. Without this requirement, the money supply 
would probably have grown much more rapidly during the past year. 
The advanced deposit requirement was abolished in May, 1984. How 
quickly the government returns the compulsory advanced deposits 
held at the Central Bank and how businessmen use the money returned 
will greatly affect the growth of the money supply in 1984. A 
modest downward adjustment of the naira during the 3rd and 4th quarters 
moved the exchange rate from 1 naira = $1.34 to 1 naira = $1.25. 


TRADE PERFORMANCE 


Because of austerity measures, insufficient foreign exchange, and 
closed lines of credit, Nigeria's imports fell considerably in 1983. 





Imports from the United States, the EEC, and Japan, which con- 
stitute about 85% of Nigeria's total trade, dropped between 15% 
and 55%, depending on the trading partner involved. In 1983, 
Nigerian imports from the United States totaled $863.5 million, 
down 33.2% from 1982. 


In the first half of 1984, Nigeria's imports from its major part- 
ners continued to decline. Nigeria's imports from the United 
States declined by 23.1% for the first half of 1984, compared with 
the first half of 1983. Nigeria's imports from the United Kingdom, 
its largest supplier, declined by 21% in the first half of the 
year, and Nigeria's imports from West Germany fell 47% from half- 
year 1983 levels. 


Nigeria's exports also fell during 1983, from just over $13 billion 
in 1982 to just over $10 billion in 1983. Nigeria's export posi- 
tion is not expected to improve significantly in 1984, although 

Oil exports may increase somewhat. At the same time, Nigeria's 
more traditional exports of cocoa, groundnuts, rubber, and palm 

Oil will likely remain at depressed levels. Lack of investment 

in these crops and the long gestation necessary before an increase 
in production can be seen will prevent increased earnings from 
these export crops in the near future. In the first six months 

of 1984, Nigerian exports, mainly oil, to the United States totaled 
$1,5489.4 million, an increase of 7.8% from 1983 levels. 


BUSINESS OUTLOOK 


Although 1984 continues to be a difficult year for established 
businesses in Nigeria, opportunities do remain for aggressive firms 
with appropriate products and services and with the know-how and 
resources to penetrate this market. General sales possibilities 
are very limited unless suppliers are willing to provide financing 
and to wait indefinite periods for initial payments. The best 
opportunities exist for companies interested in long-term invest- 
ment, especially where use can be made of locally available raw 
materials. Even though most of the major projects in Nigeria's 
Fourth National Development Plan have been curtailed, the Federal 
Republic of Nigeria is continuing to pursue those which are most 
important to the development of the country. Some of these pro- 
jects offer opportunities to U.S. firms and are financed offshore 
by international lending agencies. 


Although the government has yet to announce, in detail, its pro- 
gram for the restoration of the economy, its priorities emphasize 
projects that are labor intensive and make use of local raw mater- 
ials. Development projects based on large foreign exchange com- 
mitments have low priority unless they promise significant foreign 
exchange savings in the near future. In his budget speech earlier 
this year, General Buhari stated that in the industrial area top 
priority will be given to such major projects as the paper mills 
at Jebba and Oku-Oboku, the machine tool industry at Oshogobo, 

the NAFCON fertilizer plant at Port Harcourt, and the Savannah 





Sugar Company in Numan. The Nigerian National Petroleum Corpor- 
ation has been allocated $428 million for activities including 
exploration in the Chad Basin, production of petrochemicals, 
development of a liquified natural gas project (which is not 
expected in the near term), and construction of a fourth refinery. 
Projects in the mining and steel sectors are expected to be con- 
tinued, but are under review. General Buhari has also repeated 
his commitment to improving the national communications and 
electrical power systems. 


The Government's two top priorities are the development of agri- 
culture and water resources. To support these efforts, the number 
of River Basin and Rural Development Authorities is being increased 
from eleven to eighteen. In the 1984 budget, $26 million was allo- 
cated for emergency water supplies, supplementary feeds, and for 
the repair of tractors and machinery. Duties on agricultural 
equipment and supplies have been abolished. 


Emphasis is also being placed on increasing Nigeria's manufactur- 
ing capacity, particularly in the areas of pharmaceuticals and 
small arms. In the defense sector, the Government is increasing 
training for military personnel. This emphasis is creating a 
greater need for the development of new training facilities and 
the purchase of equipment and supplies. 


Despite interruptions in the supply of raw materials and spare 
parts, only some expatriate ventures have shut down permanently. 
Some companies are operating at as low as 15% of full capacity, 
while others are operating at as high as 50% of full capacity. 
(1984 average production capacity production for the manufacturing 
sector is estimated at 30% of full capacity.) Although operating 
at a fraction of productive capacity, some companies are able to 
continue operations by drawing down existing inventories. Some 
may make a modest profit in 1984. Most inventories will be de- 
pleted by the beginning of 1985. The major problem for investors 
is the lack of foreign exchange, both for the purchase of raw 
materials and for the remittance of profits. These economic con- 
ditions are reducing existing operations to those essential to 
developing Nigeria's domestic agricultural and industrial potential. 


For the next several years, foreign exchange will be used to 
finance debt servicing and the importation of spare parts, food, 
industrial raw materials, and other essential imports. Discre- 
tionary income will be very limited. Therefore, the importation 
of most consumer goods and luxuries will be restricted. 


Given this shortage and the foreign exchange controls now in 
effect, the best prospects for sales are primarily in raw mater- 
ials, spare parts, and essential commodities. Firms selling 
equipment and services in the areas of water resources, agricul- 
ture, defense, communications, pharmaceuticals, and production 
machinery, and in operations and maintenance services will con- 
tinue to find opportunities in Nigeria. 





Future business opportunities should be of interest to those U.S. 
companies with the technology and resources, experience, and 
staying power to compete in this difficult environment. More 
than ever, care in the selection of a Nigerian partner will be 
Crucial to success. Well-established, reliable Nigerian firms 
with financial integrity and aggressive management are on the 
lookout for American business relationships that offer the pro- 
ducts and services Nigeria needs to revamp its agricultural and 
industrial base. Documentation requirements for import licenses 
indicate that the new government will favor large, established 
N.gerian trading houses with extensive distribution networks. 


U.S. Department of Commerce offices in the United States, and in 
Lagos and Kaduna, are prepared to provide detailed information 

and guidance to American firms interested in exploring this chal- 
lenging market. Department of Commerce and U.S. Embassy sponsored 

a highly successful exhibit at the Lagos International Trade Fair, 
November 3-ll. It will also be sponsoring a pavilion at the Seventh 
Annual Kaduna International Trade Fair, February 17-24, 1985. This 
is the largest trade fair in West Africa, and the USG has erected a 
geodesic dome as a permanent exhibiiion facility in Kaduna. 


AGRICULTURE 
Production: 


The outlook for the 1984 crop in Nigeria is much improved. After 
suffering a severe drought in 1983, rainfall has returned to nor- 
mal in most areas. Only in the northernmost fringe of the coun- 
try -- Sokoto, Kano, and Borno States -- do extremely dry condi- 
tions continue to prevail. Rain in most parts of the country 
continued through September, benefiting in particular grains and 
late-planted cash crops. As a result, production of most staples 
is increasing significantly. Corn production will be up 8%; and 
millet, which suffered severely last season, is projected to 
increase by over a third. 


Food Supplies: 


The improved production situation will relieve some of the pressure 
on food supplies that was evident during most of early 1984. 

Prices of imported staples and processed food items remain high, 
however, because import licensing for these has been sharply 
curtailed. After dipping in the first few months of the new govern- 
ment, food prices have resumed their upward trend. September, 

1984, price levels were about 60% above December, 1983, levels. 


Trade: 


Agricultural trade during the first half of 1984 has been mixed. 
Nigeria's exports have declined significantly because of the poor 
crop of cocoa which comprises the bulk of agricultural shipments. 





Imports have been significantly curtailed, especially expensive 
processed goods that appeal to wealthier and expatriate resi- 
dents. The government has tried with limited success to import 
sizeable quantities of bulk staples -- especially milk and rice. 
Licensing of corn imports, nearly stopped during 1983, has re- 
sumed, and shipments should reach 200,000 tons. Cotton and 


wheat imports will also rise. Most other commodity imports will 
be down. 


LABOR 


Nigeria has an estimated population of 90 to 100 million anda 
labor force of about 30 to 40 million. The Nigerian Labor 
Congress (NLC), which is the national labor center for the 42 
industrial trade unions and 2 professional associations, has 
claimed a membership as high as 3 million. Its "deduced" men- 
bership in February, 1984, based upon dues forwarded to the NLC 


Secretariat, was less than 1 million, but a number of unions were 
in arrears. 


Unemployment has increased considerably, rising steadily in 1983 
and 1984. Many private firms have cut back the size of their work 
force, and some have gone out of business. Nigeria's relatively 
large public sector labor force continued to undergo substantial 


cutbacks. First-job prospects for youths and university graduates 
remain bleak. 


In 1983, the NLC achieved a minimum monthly wage of 125 naira 
($162), which is high by West African standards. Nigerian labor 
is thus relatively expensive. Wage scales, however, were tempor- 
arily frozen in 1984 by the Federal Military Government (FMG), 
despite substantial inflation. 


POLITICAL FRAMEWORK 


Nigeria gained its independence from Britain in 1960 and remained 

a member of the Commonwealth. The new nation was governed by a 
parliamentary system on the Westminster model until 1966, then by 
successive military governments until 1979, when civilian govern- 
ment was restored under a constitution modeled largely upon that 
of the United States. The military resumed political power .on 
December 31, 1983. The Head of the Federal Military Government and 
Commander-in-Chief of the Armed Forces is Major-General Mohammadu 
Buhari, who presides over the Supreme Military Council. Subordin- 
ate is a Federal Executive Council (i.e., cabinet) of 18 ministers, 
ll of whom are civilians. The new Federal Military Government's 
primary concern is to restore Nigeria's economy. It asserts that 
it is hospitable toward business and investment from abroad and 
continues the free enterprise orientation of its predecessor. 


Nigeria is a member of the UN and its specialized agencies, the 
Commonwealth, the Organization of African Unity (OAU) and its 
affiliates, and the Non-Aligned Movement (NAM). It also is an 
Associate Member of the European Economic Community (ACP), and a 
member of the Economic Community of West African States (ECOWAS), 





OPEC and OPEC Special Fund, Lake Chad Basin Commission (LCBC), 
Niger River Commission (NRC), International Tin Council (ITC), 
African Groundnut Council, International Coffee Organization 
(ICO), African Timber Producers, and West Africa Rice Development 
Association (WARDA). 





~ Your Staff in Washington 


Wouldn't it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by- coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 
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ucts worldwide, and success sto- 
ries of firms like yours. We’ll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 
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I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


US. DEPARTMENT OF COMMERCE 
International Trade Administration 


BUEAMENICA 


Here’s my check made out to the Super- 
intendent of Documents. 


« Charge my VISA or MasterCard No. 





(Signature) 





(Expiration Date) 











ae 

















hag 


























- 

















io on aaron 


Pi 
t 
A 





